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This year, Hong Kong celebrates
twenty years of the Hong Kong
SAR. As we do so, | believe there
is also good cause to celebrate the
extraordinary progress the Club
has made over that time. For it was
almost twenty years ago that we
set ourselves the goal of bringing
world-class racing to Hong Kong.
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This was, without question, an ambitious target. Hong Kong has just two
racecourses, no breeding industry and a horse population of around 1,200
thoroughbreds. Yet today, Hong Kong racing has been transformed. Our
horses rank among the world’s best, with a record 26 in the 2016 world
rankings, while all 11 of our international Group 1 races feature in the World’s
Top 100 Group 1 races. Meanwhile, our racecourses have been revitalised,
our wagering and information technology is cutting edge, and last year, as
a mark of the respect our racing now commands, Hong Kong was elevated
to Part 1 of the Blue Book. This latter achievement is arguably without
precedent. For the only other jurisdiction to achieve Part 1 status in recent
years is Japan, which not only has more races and more horses in training,
but also has its own breeding industry.

But perhaps the most telling evidence of the strength of Hong Kong racing is
the audience it now commands overseas. Since 2014, when it first became
possible for the Club to enter into commingling arrangements with other
jurisdictions, the global appetite for Hong Kong’s world-class racing has
grown exponentially. Only this season, two major jurisdictions — the United
Kingdom and Canada — were added to the list of six jurisdictions already
commingling on our races, with the prospect of more to come. The Club has
also entered into publishing and telecasting arrangements across the world,
which enable a growing international fan base to access our race cards, form
and live broadcasts.

World-class racing, | should stress, has always been about much more than
raising Hong Kong’s sporting profile. By maintaining, and growing, racing’s
fan base, our aim is to increase our support for the community. And thanks
to the Club’s outstanding business performance over the last ten years,

this is precisely what has been achieved. Betting duty and tax paid to the
Government has risen from HK$13.1 billion in 2007/08 to a record HK$21.7
billion this year. Charity donations, which stood at HK$1.1 billion in 2007/08,
almost quadrupled to HK$3.9 billion in 2015/16, placing the Charities Trust
among the top ten charity donors in the world. This year, we achieved a new
record of HK$4.1 billion donated to 215 charity and community projects.
Together with HK$3.5 billion donated to the West Kowloon Cultural District
Authority to construct the Hong Kong Palace Museum, total donations were
HK$7.6 billion.
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It is to reflect the world-class status of our racing, and our greater community
role, that we have now reformulated, with greater clarity, the Club’s purpose,
core values and integrated business model.

Our purpose reaffirms our commitment to the betterment of our society,
placing it at the centre of everything we do. Our core values — world-class
leadership, uncompromising integrity, continuous development, serving the
community — guide our every action. And our unique integrated business
model encapsulates the multiple ways in which we create economic and
social value: through our world-class racing and racecourse entertainment;
through our members and horse owners; through our responsible sports
wagering and lottery services; and through our tax payments and donations
to charity and community.

It is the synergy of these elements, working together, which enables the
Club to contribute to the betterment of our society. Indeed, | believe it is fair
to say that we are the envy of governments and racing jurisdictions around
the world.

FOR THE BETTERMENT OF OUR SOCIETY

With our purpose more clearly defined, and with additional resources
available as a result of our improved business performance, the Club is now
adopting a more strategic and long-term approach towards its community
role. In particular, the Charities Trust, working in close partnership with the
Government and NGOs, is being more proactive in addressing social needs,
including through its own Trust Initiated Projects. Over the last two years,
while continuing to support existing sectors, it has focused on three areas,
namely youth development, creating a more age-friendly society, and building
a sports-for-all culture. Some 195 projects, with a committed value of just
over HK$4 billion, have been approved under these three strategic areas.

This year, the Trust added a fourth area — arts, culture and heritage. This

is not a new area for the Club. Over the past decade alone, the Trust has
donated more than HK$4 billion to arts-related initiatives. Now, building on
this experience, and believing strongly in the benefits of the arts in enriching
community life and the vital need to protect and preserve Hong Kong’s
culture and heritage, we want to expand our role. We want to broaden

the base for the arts by promoting a diversity of art forms, to empower

the community through participation in the arts, and to open up more
opportunities for citizens to enjoy cultural activities.
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Two projects in particular — the Central Police Station compound, and the FEZZBEEER [BERELEYE] 2HEF
new Hong Kong Palace Museum — will make a very significant contribution to ~ MAZRIEE * BUAREHEECAEELEX
Hong Kong’s cultural landscape. AR
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Whereas Central Police Station will showcase the best of Hong Kong and
international contemporary art, the Hong Kong Palace Museum, whose
construction the Trust is supporting in celebration of the 20th Anniversary of
the Hong Kong SAR, will provide access to the treasures of one of the world’s
great museums. Hong Kong has never had such a world-class museum
before, and | believe it will not only be greatly valued by the community but
will help raise our city’s profile internationally.

I should stress, however, that our focus on these four strategic areas has in
no way affected our other donations. For example, this year, in what is its
second largest donation ever to the medical and health sector, the Charities
Trust donated HK$1.24 billion to The University of Hong Kong to establish the
Centre for Clinical Innovation and Discovery and the Institute of Cancer Care
at the to be redeveloped Grantham Hospital. Benefiting some 220,000 people
a year, they will help address what is now the leading cause of death in

Hong Kong.

As we expand our community role, we are also aware that the Club is part

of a fast-growing philanthropic community within Asia Pacific, including
Greater China. It was to establish a regional and international dialogue, and
also to give Hong Kong NGOs the opportunity to engage with international
best practice, that the Charities Trust organised the inaugural Philanthropy
for Better Cities Forum in September 2016. The first conference of its kind in
the region, it drew over 1,300 delegates, including representatives from major
international foundations. In view of the enthusiastic response, the Club is
now planning a follow-up conference next year.

LOOKING FORWARD

While our twenty-year journey to world-class racing has reached a high-
point, this does not mean that it is complete. If we are to continue fulfilling
our purpose of acting for the betterment of our society, we must constantly
maintain the health of our integrated business model. We need to attract
members who share the Club’s core values, who will carry forward its
commitment to the community, and who will continue to invest in the quality
horses that make our world-class racing possible. We need to continue
investing in our racing infrastructure and technology in order to meet the
expectations of our racing fans and wagering customers, as well as to shield
them from the dangers of illegal gambling. Above all, we need to ensure that
the resources we generate through our racing and wagering continue to serve
the needs of our community.
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Two projects are helping us achieve these goals. Firstly, the new clubhouse
extension, currently under construction at Happy Valley, will help us meet

the needs of both current and future members, providing more facilities for
families and younger members and for those who want to pursue more active
lifestyles. At the same time, the ambience of the main clubhouse will remain
unchanged. Over the last year, members have provided a great deal of useful
feedback, for which | would like to express my sincere thanks. The extension
remains on track to open in 2020.

Secondly, next year will see the opening of the long-anticipated Conghua
Training Centre in Guangdong. Conghua will provide our horses with superb
stabling, training and horse care, as well as facilities not currently available,
including an uphill gallop and spelling paddocks. | have no doubt it will lead
to even more competitive and world-class racing in the years ahead.

In closing, | would like to pay tribute to Lord Sandberg, who passed away
shortly before the end of the season. As a Steward for fourteen years,

and Chairman between 1981 and 1986, Lord Sandberg made a very great
contribution to the Club during an important phase of its development. He will
be greatly missed.

| would like to thank my fellow Stewards for their support and guidance over
the last year, in particular Deputy Chairman Mr Anthony Chow. My sincere
appreciation to the Board of Management under the leadership of Chief
Executive Officer Winfried Engelbrecht-Bresges and to all of the Club’s staff
for their hard work and commitment. It has been a privilege to share the many
achievements of the Club over the past year, and | look forward to even more
significant progress in the season to come.

Simon SO Ip
Chairman
26 July 2017
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